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ALLIED  STORES  CORPORATION 

1440  BROADWAY 
NEW  YORK 


March  31,  1936. 


TO  THE  STOCKHOLDERS : 


This,  the  Seventh  Annual  Report  of  your  Company,  shows  a  consolidated  net  profit 
carried  to  surplus  of  $1,581,759.  This  is  $454,428  greater  than  for  the  preceding  year 
and  is  equivalent  to  $7-56  a  share  on  the  preferred  stock  of  the  Company  and,  after 
considering  preferred  stock  dividend  requirements,  to  approximately  $.30  a  share 
on  the  common  stock.  In  comparison  with  the  preceding  year,  sales  and  the 
gross  margin  percentage  were  increased,  the  expense  percentage  was  decreased,  and 
net  profit  before  interest  was  increased  by  $794,175- 
Sales  and  Profit  Trends: 

A  comparison  of  sales  volume,  net  profit  before  interest,  and  consolidated  net  profit 
for  each  full  year  of  your  Company's  operation  follows: 

FISCAL  YEAR  SALES  NET  PROFIT  BEFORE  CONSOLIDATED 


ENDED  JAN.  31 

VOLUME 

INTEREST 

NET  PROFIT 

1930 . 

.  $112,323,306 

$4,492,344 

$4,090,060 

1931 . 

104,996,578 

3,155,422 

2,515,844 

1932 . 

....  90,461,762 

4,357 

309,027* 

1933 . 

.  70,865,243 

3,458,318* 

3,747,255* 

1934 . 

.  .  70,828,131 

421,226 

24,745 

1935 . 

.  .  82,075,720 

1,774,631 

1,127,331 

1936 . 

.  89,935,583 

2,568,806 

1,581,759 

*Loss 


Of  the  thirty-two  stores  operated  by  the  Company,  twenty-two  were  profitable 
for  the  past  year.  A  constantly  increasing  number  of  the  stores  are  being  placed 
on  a  profitable  basis  as  a  result  of  a  continuous  program  of  strengthening  store 
organizations,  developing  better  operating  methods,  and  solving  real  estate  prob¬ 
lems.  Of  the  ten  stores  that  reported  a  loss  for  the  past  year,  five  were  severely 
handicapped  by  very  burdensome  leasehold  situations.  In  one  of  these  cases  the 
problem  has  now  been  permanently  solved;  one  is  now  in  the  process  of  being 
permanently  solved;  and  two  are  operating  on  leases  which,  while  modified  for  a 
term  of  years,  are  still  very  burdensome. 

Leasehold  and  real  estate  problems  have  been  referred  to  in  past  reports.  During 
the  past  year,  three  leases,  one  of  which  was  among  the  Company’s  largest  and  most 
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burdensome  ones,  were  permanently  adjusted  downward  to  a  satisfactory  cost  basis. 
The  problem  of  adjusting  burdensome  leases  and  of  converting  adjustments  for  a 
limited  term  of  years  into  permanent  adjustments  continues  as  a  major  activity  of 
management.  Only  one  leasehold  modification  (involving  a  saving  of  less  than 
$20,000  per  year)  expires  within  the  next  two  years. 

New  Capital  Structure: 

The  Stockholders,  in  their  last  Annual  Meeting  held  May  7,  1935,  voted  to  change 
the  name  of  the  Company  from  Hahn  Department  Stores,  Inc.  to  Allied  Stores 
Corporation  and  approved  a  plan  whereby  the  preferred  stock  of  the  Company  was 
changed  from  a  6%'%  stock  to  a  5%  stock,  and  all  accrued  dividends  on  the  old  pre¬ 
ferred  stock  to  June  30,  1935 —  $4,S58,694 — were  settled  in  full.  As  a  part  of  that 
plan,  $3,154,980  of  debenture  bonds  and  420,664  additional  shares  of  common  stock 
of  the  Company  were  issued.  Interest  charges  were  substantially  increased  by  the 
issuance  of  these  debenture  bonds.  The  new  preferred  stock  is  on  a  regular  dividend 
basis  and  all  dividends  to  January  1,  1936  have  been  paid. 

This  is  the  first  Annual  Report  to  Stockholders  since  these  changes  in  capital  struc¬ 
ture.  The  changes  are  reflected  in  the  Consolidated  Balance  Sheet,  Statement  of 
Consolidated  Income,  and  Statements  of  Earned  Surplus,  Capital  Surplus,  and  Reserve 
for  Contingencies,  etc.,  included  in  this  report  and  certified  to  by  Ernst  &  Ernst, 
Public  Accountants. 

Working  Capital: 

The  cash  balance  of  two  and  one-half  million  dollars  with  no  current  borrowings 
and  net  current  assets  of  almost  twenty-three  and  one-half  million  dollars  are 
adequate  for  the  present  needs  of  the  business.  The  ratio  of  current  assets  to  current 
liabilities  of  5-12  to  1  shows  the  Company  to  be  in  a  sound  financial  condition. 

In  order  to  more  adequately  meet  the  demands  of  customers,  and  to  provide  for  ex¬ 
panding  volume,  the  investment  in  merchandise  inventories  was  increased  7%  during 
the  year.  An  age  analysis  of  these  inventories  as  of  the  close  of  the  year  shows 
78.7%  to  be  less  than  six  months  old  and  91  -7%  less  than  one  year  old .  This  inventory 
condition  reflects  the  policy  of  the  Company  to  take  all  possible  inventory  losses 
as  soon  as  recognized. 

Due  to  (a)  expanding  sales  volume,  (b)  increase  in  the  proportion  of  business  done  in 
home  furnishings  items,  and  (c)  the  general  trend  toward  an  expansion  of  the 
deferred  payment  type  of  merchandising,  the  investment  in  customers’  notes  and 
accounts  was  increased  almost  two  and  one  quarter  million  dollars  during  the 
year.  The  possible  continuance  of  these  trends  and  their  influence  on  working 
capital  requirements  are  being  considered  in  determining  the  financial  policies  of 
the  Company. 

The  reserve  for  possible  losses  on  customers’  accounts  receivable  was  established 
in  accordance  with  the  policy  of  the  Company  by  an  age  analysis  of  each  individual 
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account.  Due  to  the  substantial  increase  in  deferred  payment  accounts,  an  addition 
to  the  reserve  of  $90,000  was  made  in  excess  of  the  requirement  as  established  by 
the  age  analysis.  Based  on  the  experience  of  the  Company,  all  probable  losses  in 
the  collection  of  these  accounts  have  been  amply  provided  for. 

Plant  and  Equipment: 

A  plant  and  equipment  maintenance  policy  of  a  high  order  is  being  followed  by  the 
Company.  A  restricted  number  of  the  more  obsolete  plants  are  being  modernized 
each  year.  Costs  of  additions  to  plant  and  equipment  of  almost  one  million  dollars 
closely  approximated  the  amount  of  depreciation  charged  off  during  the  year. 

Long  Term  Obligations  of  Subsidiaries: 

Subsequent  to  the  date  of  the  attached  balance  sheet,  a  subsidiary,  Jordan  Marsh 
Company  of  Boston,  has  arranged  to  refund  real  estate  mortgages  totalling  $5,975,000 
bearing  an  average  interest  rate  of  5.04%  by  issuing  $6,000,000  First  Mortgage  and 
First  Lien  4%%  Fifteen-Year  Sinking  Fund  Bonds  due  February  15, 1951.  Details  of 
sinking  fund  requirements  are  set  forth  in  a  footnote  on  the  attached  balance  sheet. 
Other  major  maturities  on  real  estate  obligations,  exclusive  of  annual  amortization 
payments  before  maturity  dates,  are  $508,000  in  1937,  $500,000  in  1939  and  $550,000 
in  1944. 

Conclusion: 

The  certified  financial  statements  included  as  part  of  this  report  are  self-explanatory. 
Considerable  progress  has  been  made  in  developing  policies,  methods,  and  a  tech¬ 
nique  of  operation  which  when  finally  perfected,  will  make  it  possible  for  each 
store  to  obtain  the  maximum  benefit  from  its  relation  to  the  balance  of  the  organiza¬ 
tion.  Progress  made  can  be  attributed  to  the  ability,  efforts,  and  loyalty  of  the 
many  associates  in  the  stores  and  the  Central  Offices.  It  is  fitting  that  their  contri¬ 
bution  should  be  recognized  by  all. 

Respectfully  submitted, 

/*/ 

President. 


TL/ 
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ALLIED  STORES  CORPojoN 

Consolidated  Balaam  — - 


68,666.02 


ASSETS 

Current: 

Cash .  $  2,501,628.36 

State,  county  and  local  warrants  and  marketable  securities  (at  lower  of  cost 

or  market) . 

Notes  and  accounts  receivable— customers: 

Notes  receivable — insured  to  the  extent  of  approximately 
$64,000  under  contract  with  Federal  Housing  Administra¬ 
tion .  $  350,500.21 

Current  accounts .  $  9,287,289.53 

Deferred  payment  accounts — including  in¬ 
stallments  maturing  later  than  one  year  4,823,980.01 


Total .  $14,111,269.54 

Less-reserve  for  bad  debts .  1,234,548.19  12,876,721.35  13,227,221.56 


Accounts  receivable— suppliers,  lessors,  operators  of  leased 

departments,  etc . 

Deposit,  with  trustee,  for  bond  interest,  etc., . 

Merchandise  inventories  (including  $1,342,963.09  for  merchandise  in  transit 
and  at  mills) .  12,996,540.86 


302,998.25 

39,391.34 


Total  current  assets .  $29,136,446.39 


Other: 

Insurance  and  other  deposits .  $  204,188.94 

Local  investments  and  real  estate  (less  reserve  of  $59,000) .  248,247-27 

Deposits  in  closed  or  restricted  banks  (less  reserve  of  $58,095-80) .  38,262.67 

Sundry  notes  and  accounts  receivable .  72,398.07 


Total  other  assets .  563,096.95 

Permanent  (at  cost): 

Land .  $14,721,208.09 

Buildings  and  improvements .  $  6,655,589.45 

Less — reserve  for  depreciation .  1,499,171-51  5,156,417.94 


Store  fixtures  and  equipment .  $  8,714,346.57 

Less— reserve  for  depreciation .  4,590,817-96  4,123,528.61 


Total  permanent  assets .  24,001,154.64 


Deferred: 

Unexpired  insurance  premiums .  $  125,554.70 

Prepaid  rent  and  taxes .  141,765-92 

Inventory  of  supplies .  295,896.24 

P'cpaid  service  contracts,  travel  advances,  etc .  100,450.92 


663,667.78 

1.00 


Total  deferred  assets . 

Goodwill  and  Other  Intangible  Assets. 


$54,364,366.76 
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POJON  AND  SUBSIDIARIES 

'aiMt  —  January  31,  1936 


LIABILITIES 

Current: 

Accounts  payable  for  merchandise,  etc . 

Accrued  accounts,  including  federal,  state  and  local  taxes . 

Installments  on  mortgages,  mortgage  bonds  and  long  term  obligations  of 

subsidiaries — due  within  one  year . 

Notes  payable  to  closed  banks  (in  litigation) . 


$  3,8x8,593.90 
1,660,769.55 

137,500.00 

77,423.55 


Total  current  liabilities .  $  5,694,287.00 

Funded  Debt  and  Long  Term  Obligations: 

Allied  Stores  Corporation : 

Fifteen-Year  4 }A%  Debenture  Bonds  due  1950  (Note  A ) : 

Authorized .  $  3,337,000 

Less — Unissued .  5  182,020 

In  treasury  for  sinking  fund .  173,190  355,210  $  2,981,790.00 


Subsidiaries: 

Real  estate  mortgages,  mortgage  bonds,  etc. — payable  1936-1940  (Note  B)  7,826,250.00 
First  and  General  Mortgage  6%  Sinking  Fund  Gold  Bonds 
of  Pomeroy  Realty  Company  due  1951  ( Note  C  and  Note  D): 

Authorized .  $  3,900,000 

Less — authenticated — not  issued  and 

held  in  escrow .  $  700,000 

Retired  through  sinking  fund. . .  170,200 

Owned  by  Pomeroy’s,  Inc .  148,700  1,018,900  2,881,100.00 

Total  funded  debt  and  long  term  obligations . 

Reserves: 

For  contingencies,  revaluation  of  merchandise,  etc .  $  1,234,446.46 

Miscellaneous .  172,799.88 


Total  reserves . 

Unearned  Income . 

Preferred  Stocks  of  Pomeroy's,  Inc.  in  Hands  of  Public  ( Note  E): 

First,  second  and  third  preferred— 6%  cumulative— par  value  $100  per  share 
(including  $9,400  par  value  of  first  preferred  stock  in  default  of  retirement 

under  charter  obligation) .  $  1,246,800.00 

Accrued  dividends  and  interest .  95,020.37 


13,689,140.00 


1,407,246.34 

173,857.25 


Total . 

Capital  and  Surplus: 

Preferred  stock — par  value  $100  per  share: 

Authorized — $60,000,000 

5%  preferred  stock — cumulative — issued  ( Notes  E  and  F)  $21,033,200.00 
Less— in  treasury .  100,000.00 


Common  stock — without  par  value — stated  at  $1  per  share: 


Authorized — 2,500,000  shares 

Issued  — 1,778,153  shares  ( Note  E) . 

Surplus  (Note  G) : 

Capital .  $  8,351,838.68 

Earned  (from  June  1,  1935  to  January  31,  1936) .  994,824.12 


$20,933,200.00 


1,778,153.00 

9,346,662.80 


1,341,820.37 


Total  capital  and  surplus. 


32,058,015.80 

$54,364,366.76 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Statement  of  Consolidated  Income  for  the  Fiscal  Year  Ended 
January  31,  1936 


net  sales  (including  leased  departments). 
Cost  of  goods  sold . 

Gross  profit . 


$27,006,225.78 

1,014,481.62 

Net  operating  profit  before  interest . 


Operating  Expenses : 

Administrative,  buying,  occupancy,  publicity,  selling 
and  general  expenses,  including  provision  for  bad  debts 
Provision  for  depreciation . 


Other  Income: 

Miscellaneous  other  income .  $  194,557.87 

Less — other  deductions .  31,375.07 


Net  profit  before  interest . 

Interest  on  real  estate  mortgages,  mortgage  and  debenture  bonds,  long  term 
obligations,  etc . 

Net  profit  before  federal  income  tax  and  dividends  on  preferred 
stocks  of  Pomeroy’s,  Inc . 

Federal  income  tax  (estimated) . 

Net  profit  before  dividends  on  preferred  stocks  of  Pomeroy’s,  Inc. 

Provision  for  dividends  accrued  on  preferred  stocks  of  Pomeroy’s,  Inc.  in 
hands  of  public . 

Consolidated  net  profit . 


$89,935,583-47 

59,509,252.63 

$30,426,330.84 

28,020,707.40 
$  405, 623.' 44 

163,182.80 
$  2,568,806.24 

652,142.99 

$  1,916,663.25 
260,000.00 
$  1,656,663.25 

74,903.88 
$  1,581,759.37 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Statement  of  Earned  and  Capital  Surplus  for  the  Fiscal  Year  Ended 
January  31,  1936 

Earned  Capital 

Balance— January  31,  1935 .  $  1,152,076.57  $11,134,595-56 

Add: 

Consolidated  net  profit  for  four  months  ended  May  31, 

1935 .  66,644.60 

Discount  on  6j/2%  preferred  stock  repurchased  and  retired  115,101.03 

$  1,218,721.17  $11,249,696.59 

Deduct: 

Special  dividend  declared  on  May  29, 

1935  on  5%  preferred  stock,  paid  on 
June  17,  1935  in: 

Fifteen-Year  4f4%  Debenture  Bonds..  $  3,154,980.00 
420,664  shares  common  stock  capital¬ 
ized  at  $1  per  share .  420,664-00 

Cash  $3  per  share .  630,996.00 

Accrued  interest  on  Fifteen-Year 
Debenture  Bonds  from  April  1,  1935 
to  May  29,  1935 .  22,873-61 

Total .  $  4,229,513.61 

Above  special  dividend  applied .  1,218,721.17  3,010,792.44 


Balance — May  31,  1935 .  — o —  $  8,238,904.15 

Add: 

Consolidated  net  profit  for  the  fiscal  year 
ended  January  31,  1936,  per  income 
account..... .  $  1,581,759-37 

Less — net  profit  for  four  months  ended 
May  31,  1935,  included  above .  66,644-60  $1,515,114-77 

Elimination  of  charges  in  prior  year  since  acquisition  of 
Pomeroy’s,  Inc.  for  accrued  dividends  on  preferred 
stocks  of  that  company  purchased  by  Corporation 
during  year .  4,289-35 


Discount  on  repurchase  of: 

5%  preferred  stock  of  Allied  Stores  Corporation .  30,000.00 

Preferred  stocks  of  Pomeroy’s,  Inc .  82,934.53 


$  1,519,404.12  $  8,351,838.68 

Deduct: 

Cash  dividends  paid  on  5%  preferred  stock .  524,580.00 

Balance— January  31,  1936 .  *$  994,824.12  $  8,351,838.68 


♦Upon  the  basis  of  treating  $100,000  par  value  5%  preferred  stock  In  the  treasury  U3  though  retired. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Statement  of  Reserve  for  Contingencies ,  Revaluation  of  Merchandise,  etc.,  for  the 
Fiscal  Year  Ended  January  31,  1936 

Balance— January  31,  1935 .  $  1,264,582.09 

Add: 

Elimination  of  charges  prior  to  acquisition  of  Pomeroy’s,  Inc.  for  accrued 
dividends  on  preferred  stocks  of  that  company  purchased  by  Corporation 
during  year .  19,472.93 

$  1,284,055.02 

Deduct: 

Expenses  incidental  tc  recapitalization .  49,608.56 

Balance— January  31,  1936 .  $  1,234,446.46 
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ERNST  &  ERNST 

NEW  YORK 

19  RECTOR  STREET 


March  31,  1936. 

Allied  Stores  Corporation, 

New  York,  N.  Y. 

We  have  made  an  examination  of  the  consolidated  balance  sheet  of  Allied 
Stores  Corporation  and  its  subsidiary  companies  as  at  January  31,  1936  and  of  the 
statement  of  consolidated  income  and  surplus  for  the  fiscal  year  ended  at  that  date. 
In  connection  therewith,  we  examined  or  tested  accounting  records  of  the  companies 
and  other  supporting  evidence  and  obtained  information  and  explanations  from 
officers  and  employees  of  the  companies;  we  also  made  a  general  review  of  the 
accounting  methods  and  of  the  operating  and  income  accounts  for  the  year  but 
we  did  not  make  a  detailed  audit  of  the  transactions  of  any  of  the  companies. 

Sufficient  provision,  in  our  opinion,  has  been  made  for  doubtful  customers 
accounts.  The  inventories  of  merchandise  were  certified  to  us  by  the  store  manage¬ 
ments  as  to  condition  and  salability  and  to  have  been  valued  with  respect  to  merchan¬ 
dise  in  stores  at  not  in  excess  of  the  lower  of  cost  or  market  by  the  retail  inventory 
method,  and  with  respect  to  merchandise  in  transit  or  at  mills  at  the  lower  of  cost  or 
market.  We  made  tests  of  the  application  of  the  retail  inventory  method  and  of  the 
related  computations. 

Permanent  assets  are  stated  on  the  basis  of  cost  values  which  arc  not  intended  to 
represent  present  realizable  values  of  such  assets.  Reasonable  provision  has  been 
made,  in  our  opinion,  for  depreciation  accruing  during  the  year  by  a  charge  against 
operations,  based  upon  the  same  policies  and  rates  followed  in  preceding  years. 

Provision  has  been  made  for  all  ascertained  liabilities  at  January  31,  1936  and 
reserves  have  been  provided  for  other  contingent  requirements. 

In  our  opinion,  based  upon  our  examination,  the  accompanying  consolidated 
balance  sheet  and  related  consolidated  statements  of  income  and  surplus  fairly  present 
the  financial  position  of  the  combined  companies  at  January  31,  1936  and  the  results 
of  their  operations  for  the  fiscal  year  ended  at  that  date.  Further,  it  is  our  opinion 
that  the  statements  have  been  prepared  in  accordance  with  accepted  accounting 
principles  and  on  a  basis  consistent  with  the  preceding  year. 

ERNST  &  ERNST, 

Public  Accountants. 
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STORES  OWNED  BY  ALLIED  STORES  CORPORATION 

JORDAN  MARSH  COMPANY  -  - . Boston,  Mass. 

C.  F.  HOVEY  COMPANY  --------  Boston,  Mass. 

L.  S.  DONALDSON  COMPANY  ------  Minneapolis,  Minn. 

THE  BON  MARCHE  ---------  Seattle,  Wash. 

THE  GOLDEN  RULE  --------  St.  Paul,  Minn. 

THE  ROLLMAN  &  SONS  COMPANY  -----  Cincinnati,  Ohio 

JOSKE  BROS.  CO.  -  -  -  --  --  --  San  Antonio,  Texas 

HERPOLSHEIMER  COMPANY  -----  Grand  Rapids,  Mich. 

THE  TITCHE-GOETTINGER  COMPANY . Dallas,  Texas 

O’NEILL  &  COMPANY,  INCORPORATED  -  -  -  -  Baltimore,  Md. 

QUACKENBUSH  COMPANY  --------  Paterson,  N.  J. 

THE  A.  POLSKY  COMPANY . Akron,  Ohio 

SMITH-KASSON,  INC. . Cincinnati,  Ohio 

THE  MOREHOUSE-MARTENS  COMPANY  -  -  -  -  Columbus,  Ohio 

THE  JAMES  BLACK  DRY  GOODS  COMPANY  -  -  -  Waterloo,  Iowa 

RUDGE  &  GUENZEL  COMPANY . Lincoln,  Nebr. 

MAAS  BROTHERS,  INC. . Tampa,  Florida 

THE  MEYER’S  COMPANY . Greensboro,  N.  C. 

THE  L.  H.  FIELD  COMPANY . Jackson,  Mich. 

F.  N.  JOSLIN  COMPANY  -  -  -  ....  Malden,  Mass. 

THE  MULLER  COMPANY,  LIMITED . Lake  Charles,  La. 

LOUIS  SAMLER,  INC.  (THE  BON  TON) . Lebanon,  Pa. 

POMEROY’S,  INC. 

Reading  -  Harrisburg  -  Wilkes-Barre  -  Pottsvillb,  Pa. 

A.  E.  TROUTMAN  COMPANY 
A.  E.  Troutman  Company  -  Grcensburg,  Pa. 

A.  E.  Troutman  Company  ...  -  Indiana,  Pa. 

The  Troutman  Company  -  -  -  -  Connellsvillc,  Pa. 

The  Troutman  Company . DuBois,  Pa. 

S.  P.  Reed  Co. . -  Latrobc,  Pa. 

Troutman-Reiber  Co.  ------  Butler,  Pa. 
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